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Abstract:

This study aims to examine the effect of voluntary information disclosure on corporate risk-taking in leveraged and capital-
intensive firms, considering the moderating role of managerial ownership. This applied and quantitative study adopts a
positivist accounting approach. The sample consists of 141 firms listed on the Tehran Stock Exchange during the period 2012—
2021, selected through systematic elimination. Panel data regression models with fixed effects were employed, and firms
were classified into leveraged and capital-intensive groups based on the KZ index. Empirical analyses were conducted using
EViews software. The results indicate that voluntary disclosure has a negative and significant effect on the risk-taking of
leveraged firms, while it has a positive and significant effect on the risk-taking of capital-intensive firms. Moreover, managerial
ownership positively moderates the relationship between voluntary disclosure and risk-taking in capital-intensive firms but
does not strengthen this relationship in leveraged firms. The findings suggest that the impact of voluntary disclosure on
corporate risk-taking is contingent upon firms’ financial structures, and managerial ownership plays an effective moderating
role particularly in capital-intensive firms by enhancing transparency and risk management.
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Extended Abstract

Introduction

Voluntary disclosure has become a central issue in contemporary financial reporting and corporate governance,
particularly in capital markets characterized by information asymmetry and uncertainty. Beyond mandatory reporting
requirements, firms increasingly engage in voluntary disclosure to provide additional information regarding their financial
condition, risk exposure, governance mechanisms, and future prospects. Such disclosures are widely regarded as mechanisms
for reducing information asymmetry, enhancing transparency, and improving investors’ ability to assess firm value and risk
(Hail et al., 2024; Saha, 2024). However, empirical evidence suggests that the consequences of voluntary disclosure are
neither uniform nor unconditional and may vary depending on firm-specific characteristics and institutional contexts.

One of the most debated outcomes of voluntary disclosure concerns its relationship with corporate risk-taking. On the
one hand, enhanced disclosure may discipline managers, reduce opportunistic behavior, and constrain excessive risk-taking
by increasing external monitoring (Histen, 2022; Loughran & McDonald, 2023). On the other hand, greater transparency can
strengthen investor confidence, lower perceived uncertainty, and encourage firms to pursue riskier but potentially value-
enhancing investment strategies (Kim et al., 2022; Malahim, 2023). These competing perspectives indicate that the effect of
voluntary disclosure on risk-taking is contingent upon contextual and structural factors.

Financial structure is one of the most important contextual dimensions influencing firms’ disclosure behavior and risk
decisions. Leveraged firms face higher bankruptcy risk, tighter debt covenants, and stronger scrutiny from creditors, which
may alter managerial incentives regarding both disclosure and risk-taking. In such firms, voluntary disclosure may function as
a risk-control mechanism, prompting more conservative behavior to avoid adverse market reactions (Desai & Schaupp, 2024;
Fraser et al., 2022). In contrast, capital-intensive firms with fewer financial constraints often possess greater strategic
flexibility, enabling them to use voluntary disclosure as a signaling device to support growth-oriented and risk-bearing
strategies (Liao et al., 2024; Lu et al., 2024).

Another critical factor shaping the disclosure—risk relationship is managerial ownership. From an agency-theoretic
perspective, managerial ownership can aligh managers’ interests with those of shareholders, potentially enhancing the
credibility of voluntary disclosure and influencing firms’ risk preferences (Toolabi & Amjadian, 2020). Nevertheless, prior
research reports mixed findings regarding whether managerial ownership mitigates or amplifies corporate risk-taking,
particularly under varying levels of financial leverage (Ahmad & Muslim, 2022; Nobakht & Acar, 2021). These inconsistencies
underscore the need for a more nuanced analysis that jointly considers financial structure and ownership characteristics.

Despite the growing body of international research on voluntary disclosure, limited attention has been paid to how its
impact on risk-taking differs between leveraged and capital-intensive firms, especially in emerging capital markets. Moreover,
the moderating role of managerial ownership in this relationship remains underexplored. Addressing these gaps is essential
for advancing theoretical understanding and providing practical insights for regulators, investors, and corporate managers.

Methods and Materials

This study adopts an applied, quantitative research design with a positivist accounting approach. The statistical population
comprises firms listed on the Tehran Stock Exchange over the period 2012-2021. After applying systematic elimination

criteria, including data availability, fiscal year uniformity, and exclusion of financial institutions, a final sample of 141 firms

was selected.
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Panel data regression techniques were employed to test the research hypotheses. Firms were classified into leveraged
and capital-intensive groups using the KZ index, which captures financial constraints. Corporate risk-taking was measured
using a composite enterprise risk management—based indicator encompassing strategic, operational, reporting, and
compliance risk dimensions. Voluntary disclosure was assessed through a structured disclosure index covering financial and
non-financial information. Managerial ownership was measured as the percentage of shares held by executive managers and
board members.

Fixed-effects panel models were estimated after conducting model specification tests. Interaction terms were included to
examine the moderating role of managerial ownership. Control variables related to firm performance, size, ownership
structure, governance, and growth were incorporated to isolate the effects of the main explanatory variables.

Findings

The empirical results reveal clear differences between leveraged and capital-intensive firms regarding the effect of
voluntary disclosure on corporate risk-taking. For leveraged firms, voluntary disclosure exhibits a statistically significant
negative effect on risk-taking. This finding indicates that higher levels of voluntary disclosure are associated with more
conservative risk behavior among firms facing greater financial constraints.

In contrast, voluntary disclosure shows a positive and statistically significant effect on risk-taking in capital-intensive firms.
Firms with stronger financial positions and lower leverage tend to increase their risk-taking activities as disclosure levels rise,
suggesting that transparency supports more aggressive strategic and investment decisions in these firms.

The moderating analysis further demonstrates that managerial ownership plays a significant role in capital-intensive firms.
Specifically, managerial ownership strengthens the positive relationship between voluntary disclosure and risk-taking,
indicating that when managers hold equity stakes, disclosure more effectively supports risk-bearing strategies. However, in
leveraged firms, managerial ownership does not exert a reinforcing effect on the disclosure—risk relationship, implying that
financial pressure and creditor oversight dominate ownership incentives in shaping risk behavior.

Overall, the models explain a substantial proportion of variation in corporate risk-taking across both firm groups, and
diagnostic tests confirm the robustness and validity of the estimated results.

Discussion and Conclusion

The findings of this study highlight the contingent nature of the relationship between voluntary disclosure and corporate
risk-taking. The negative association observed in leveraged firms suggests that disclosure operates primarily as a disciplinary
and risk-mitigating mechanism under conditions of financial constraint. In such firms, transparency increases scrutiny by
creditors and investors, limiting managerial discretion and encouraging risk-averse behavior.

Conversely, the positive effect of voluntary disclosure on risk-taking in capital-intensive firms indicates that transparency
can facilitate strategic risk-taking when firms possess sufficient financial flexibility. In these firms, disclosure appears to reduce
perceived uncertainty, enhance investor confidence, and legitimize managerial decisions involving higher risk and potential
returns.

The moderating role of managerial ownership further reinforces the importance of governance structures in shaping
disclosure outcomes. When managers hold equity stakes in capital-intensive firms, voluntary disclosure becomes more
closely aligned with shareholder interests and supports informed risk-taking. The absence of a similar moderating effect in

leveraged firms underscores the dominance of financial constraints over ownership incentives in high-debt environments.
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In conclusion, this study demonstrates that the impact of voluntary disclosure on corporate risk-taking cannot be
generalized without considering firms’ financial structure and ownership characteristics. By distinguishing between leveraged
and capital-intensive firms and examining the moderating role of managerial ownership, the study contributes to a more
refined understanding of disclosure behavior and its strategic consequences. The results offer valuable implications for
regulators seeking to design effective disclosure policies, for investors evaluating risk profiles, and for managers aiming to
balance transparency with strategic risk-taking in different financial contexts.
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